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SUBJECT:  Possible Major Turning Point in French Policy

1. We believe that France may be heading for & majer orisis
which could have & grave impact upon US security interests in Burope
and/or the Far Imst., France iz greatly over-extended: Its Indo-
chine, burden prevents it from meeting its FATO comzitments; iis
policy vis-a-vis the USSR is weakensd by its fesrs of a resurgent
Cermany; its foreign trede position is undermined by its over-
valued currency and high costs of production; and its econcwy is
recurrently faced with either inflation or stagnation. The mliti-

parliament has been incapable of solving theae problems in
the face of the political "fatigue” which hes prevalled cver the
past few yoars.

2. While postwar French governments have shown a surprising
abllity o iimp along under these difficuliies, growing popular and
parlismentary recognition of France's incressingly eritical situa-
tion became apparent during the long search for a successor tc the
Mayer cabinet. Hot only did severel candidates meke a real affert
to cope with major issues, but thelr more forthright programs re-
seived unusurlly strong parlismentery backing. The near investiture
of Mendes-France was espscially imporiant because he is ideniified
with domestio and foreign policies different from those presently
pursued. He has advocated both withdrawal from Indochina and
reduction of France's NATO commitmente so that France can live within
its means. Although the Assembly finally wvoted instead for lanliel's
predominantly rightist cabinet, this resulted more from axhaustion
with the long cabinet crisis than from agreement on new policies.
Laniel is widely recognized as only & "stop-gap,” and he will have
a difficult time surviving when parliament reconvenes in the fall.

3, Therefore, late 1953 and early 195k loom as & critical
pariod in French affairs. It will be a period of heightened political
sensitivity, since presidential elections are scheduled for December.
Morsover; pressurss upon France to come %0 a decision on Uerman re-
armament will probably be intensified, and the Saar question, which 25X1
France insists must be solved prior to EIC ratification, wiil be up
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for renewsd discussion. Developwenis in Eagi-ilest rolations,
aspscially over Qermany, may alse have major infinence on Fronch
policles. The French might favor erestion of a unified and neatralized
Germeny ag an alternative io ratification of the EIG.

L. Above all, recent developments indieabe that French detortuizme
tion %o malntain their pomition in Tmdochine is sericusly wesleaning
snd that a major shift in France's ITndoshins policy mey take place.

e Kersan truse will admocy csrtainly stimilate demands in Srance

for a perallel settloment of the Tndochine wer. AL the swon tims
France will protebly be unwilling greatly to incrvass its Indocldns
sffort witheut sutwtantisl ys euppsrt. In faol; the dsteriorating
Pronch financisl sitmation and heavy mdpet deficit ame sontribating

to incressed demands to cut beck Indochine costa. Fimaily, the
pressure for & desision om I ratificaticn, topether with Fremoh
apprehensions over West Cempan reguryence; have made the French acutely
aware that thelr comtinental position is undermined by the contiming
Indoching drein. . .

5. ‘herefave, unless prespective plans result in a cleariy
improved cutleok for coms solution in Indoshivm; there io likely to
be & garious politisal ranction in France. khilo the PFrench probebly
would rot actually pall cut of Indoching, we beliecve thad in increaging
degparation thoy wuld probably sooner oy later turw to roliciss (such
as negotiation with the Commniste and/or reduction of French foross)
vhich would eritically endanger the estarn pogition in Southesss Asia
axd strain Fronch relations with the .

S. Because of the growing pressures for desisive agtion o
moel the sbove problems, we believe that & new cabinst erisis (op
saries of crises) will ocour in late 1953 and/or eeriy 195h. The
resulting new government, or governmants, will sconer or later feel
corpelled to take far-rerching action on at least some of these najor
probleame. France might substaniially roduce its NATO effort; negotiate
on or gradnally withdraw from Indochine; insist om a statugs quo for the
‘Saar; move actively oppoec German reasmanent; and adept & geneally
“gofter? policy vis-a-vis the USSR, Ths,; & new Frenoh goveszment wight,
as eatimted in para. 9 of NIF-63, "pursune policies diverzing from those
of its NATO allieg, Incinding the US." :

7. On the other hand, a strong new Prunch reginme, especiaily ons
which scoured greater constitutional powers, might be able over ihe
longer run to do much tosmrd revitaliging Framse. It might eventually
be able to: (a) bring France's means and commitments into balanoe;

(b) improve Frence's economlc positiony (c) advanse further mith
Bircpean integration; and (d) with groater confidenve in ite sontinantal
position, evemtually gessme its delaying tactics on Corman vosrmement.
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